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Public Affairs for Toyota Motor Manufacturing
Company in Georgetown. Prior to joining Toyota
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and CEO of the Kentucky Chamber of Commerce.
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He has been a sports writer for the Bowling
Green Daily News, has taught English and was
assistant football coach at Scott County Junior
High School. He has held management positions
with Hansley Industries (in Paris, Ky., and
Sweetwater, Tenn.) and Bundy Tubing (in Cynthiana).
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Industry Overview

I

t is great to be with you for this conference. I've spoken at two

previous conferences and appreciate the invitation to return once
again to talk about transportation services and how they impact
Kentucky's economy.
Actually, I would like to title my remarks "Kentucky's Economy:
Always Changing, but Always Reliant on Good Transportation Services."
In the early days, of course, farming and coal were the major sectors
of Kentucky's economy. Those two areas are still very important to the
Commonwealth, but manufacturing became king in the 1960s and 1970s.
And, in fact, manufacturing is still king today. During the period of 19851990, manufacturing employment in Kentucky grew by 12.9 percent, compared to a decline of 1.1 percent nationally. There are lots of examples of
Kentucky's manufacturing growth, such as Toyota, all the supplier
plants, Ford's expansion in Louisville, and so forth. The list goes on and
on. In fact, it is so dramatic, that a recent U.S. News and World Report
issue ranked Kentucky's economy as second best in the nation in terms of
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recovering from the recession. That's a lofty spot for a state used to
rankings in the bottom 5-10.
Is transportation important to manufacturing? You bet it is. Look at
these signals:
The largest job growth in Kentucky recently has been in the Bowling Green area and Lake Cumberland area which both happen to
be served by major interstates. That is not coincidental.

•

One-half of the 32 Kentucky counties that had positive population
migration in the 1980s are located along 1-75.

•

Also, 15 percent of recent manufacturing capital investment in
the United States is along 1-75, the so-called "Auto Alley."

•

Of Kentucky's 13 counties with no U.S. -numbered routes or
parkways, the per capita income of those counties is $8,749 versus a per capita income average of the state of $12,829.

•

As for those Kentucky counties, which included an interstate,
their per capita income is $14,358.

•

It is estimated now that 20 percent of a product cost is in the area
of transportation services.

Meanwhile, various national studies show a positive correlation
between infrastructure spending and business productivity. During the
1960s, infrastructure spending showed a robust 4.5 percent growth and
productivity increased during the same period by 1.8 percent. However
during the 1980s, infrastructure spending was only 0.8 percent, no doubt
contributing to an equally poor productivity increase of 0.6 percent.
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Maybe an example would help explain this. Let's assume we have a
load-posted bridge which carries 2,000 cars per day, and it's avoided by
200 trucks a day. Assuming operating costs for the trucks of 50 cents per
mile and a detour of five miles, that adds up .to $180,000 in extra cost for
those trucks. And, remember you have to multiply that situation many
times to come up with the true impact on the nation's productivity. The
costs add up exponentially.
Also, remember that Kentucky's location is indeed about the best
in the nation, but economic development goes to communities, not states.
And, unfortunately, most Kentucky communities simply do not have
adequate infrastructure to handle increased growth. There is no telling
how many economic development prospects we are losing each year
because, as a recent statewide task force maintained, only 35 Kentucky
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communities are really ready for economic development in terms of
infrastructure.
There are numerous other examples of the relationship between good
transportation services and Kentucky's economic growth. Note tourism,
which now produces some 120,000 jobs in Kentucky and $4.5 billion in
annual output. It's been growing by leaps and bounds in Kentucky, but
we can't be assured that growth will continue unless we continue to provide good roads for the tourist. And, the time is right for Kentucky to really capitalize on tourism potential given the fact that many American
families are choosing vacations of shorter duration-like an extended
weekend-rather than two-week trips to exotic places. With that trend
toward shorter vacations, it means driving rather than plane travel. So,
we need to be ready.
I've mentioned a lot of positive aspects of the Kentucky economy,
such as our manufacturing growth, tourism potential, and so forth. Rest
assured, however, it's not all rosy. For example, the Corporation for
Economic Development gave Kentucky only a "D" average in 1991 and, in
their rankings, we beat only West Virginia, Louisiana, and Montana. But
it is not my purpose today to talk about those threats to our economic
growth. Rather, my purpose is to explain the close tie between good
transportation services and our economic potential. I realize that, in
many respects, I am preaching to the choir here, but I hope you can use
some of these statistics and trends to help state your case. We all need to
be making good transportation services a priority.
I would now like to shift to a closer examination ofmy company's
reliance on good transportation services. In so doing, I hope it will serve
as an example of how it is important to other Kentucky companies. First,
we have some 500 suppliers in Kentucky out of a total of 1,000 nationwide. That total includes everything, of course, such as services and so
forth . But even if you look at just the key parts and materials suppliers,
nearly 40 of them (25 percent of Toyota's parts and materials suppliers
nationwide) are in Kentucky. So, obviously, Kentucky's support for
transportation services is crucial to us.
By the way, our suppliers even include some you would not
necessarily think about. For example, we are the largest customer for
Kentucky Utilities. And, since Kentucky Utilities buys mostly Kentucky
coal, there's a fairly direct relationship between us and hundreds of Kentucky coal producers. It's a foregone conclusion that good transportation
services are important to coal and as you can see that even applies to us.
But back to our suppliers. We have lots of suppliers outside the state,
of course, which breaks the usual pattern of Kentucky sending our
products away to have value added. In this case, suppliers are sending
their products here for us to put in our finished vehicles and adding value
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to them in Kentucky. All told, our supplie rs log 12 million miles per
year
in serving us.
Gettin g supplie s is critical for Toyota. Remem ber we rely on just-in
time delivery. Many people assum e that JIT is used to hold down
costs.
Certain ly that is a factor, but the most import ant factor is to assure
quality . When it arrives just-in -time, it means we don't have a two-we
ek
backlog of invent ory which may tum out to be all bad parts.
That just-in -time deliver y depend s on good transp ortatio n service
s.
For examp le, our seats are made by Johnso n Contro ls, a long-ti me
Georgetown supplie r located six miles from our plant. They literall
y make
trips all day long deliver ing seats to us-12 or 13 trips per day-lo
aded
on the truck in the exact sequen ce they'll go in our Camry s. So, we
don't
carry much invento ry. The same is increas ingly true for other Kentuc
ky
manuf acture rs. For examp le, Kentuc ky manuf acture rs as a group
carry
only one-ha lf of the invent ory today that they did in 1980. One Kentuc
ky
manuf acture r, for examp le, depend s on 30 rail-ca r shipme nts each
day. If
that proces s is interru pted for whatev er reason , it impact s the jobs
of his
500 employ ees .
But, it's not just getting supplie s to us; we also rely on good transp
ortation service s to get our produc ts to marke t. Toyota has 1,200 dealer
s
from coast to coast and we ship out 1,000 finishe d Camry s each day-7
0
percen t by rail and 30 percen t by truck. Kentuc ky is perfect ly located
for
us, by the way. We can assure second -morni ng deliver y all up and
down
the east coast and as far west as the Rocky Mount ains. I don't think
any
other state is located better for getting produc ts to marke t. No doubt
our
location had much to do with Toyota 's initial decision to locate in
Kentucky .
And there's even more to it than getting our supplie s in and getting
produc ts out. Keep in mind that we employ 4,300 people and many
of
them travel long distanc es on Kentuc ky's highw ays to get to work.
For
example, we have about 500 who drive back and forth each day from
Louisville. We even have two who drive everyd ay from Ashlan d (I
believe
that is the longes t trip anybod y is makin g to Georgetown). By the
way,
they say they make it from Ashlan d in an hour and forty-five minut
esmaybe they're going just a tad above the speed limit.

e,

Here's yet anothe r factor. With Toyota being a global corpor ation,
you
might unders tand when I say that our busine ss travel expens es can
add
up. Again, Kentuc ky's locatio n is prime. We are only a one-ho ur drive
from the Cincin nati Airpor t and the Louisville Airpor t, and only one-ha
lf
hour from Lexing ton. Somet imes I chuckl e when I hear visitor s from
Japan talk about the "long distanc e" from the Cincin nati Airpor t
to our
plant. But, of course , they are looking at it in miles (or kilome ters!),
and
not in time. I always respon d that it takes us less time to travel those
60
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miles than it takes them to cover the 10 miles from Narita Airport to
Tokyo.
Finally, the new global economy is a buzz word these days, but it
actually means so much in terms of transportation. The proposed NAFTA
agreement will soon open up the market between Canada, the United
States, and Mexico and will create the largest market in the world. It's
the best example yet of how this economy is becoming more and more
global.
Toyota now has plants in 20 countries and we are heading toward our
goal of a plant building so called "world cars." Our Camry, for example, is
now exported to Canada, Taiwan, Europe, the Middle East, and Japan. In
fact, we are sending 20,000 Camrys to Japan this year, all with righthand drive steering. It's a funny world isn't it, when Japan is shipping all
those cars to the United States and we're sending them back from Kentucky. Maybe the best way to explain how this is a new global market is
that we understand Toyota is now Kentucky's largest exporter, exporting
$800 million worth of cars, engines, and parts annually. Ten years ago,
who would have believed that a company named Toyota would be
!\entucky's leading exporter?!
By the way, the auto industry in general is certainly going global just
like we are. For example, who could guess that the largest single importer
of cars into the United States is not a Japanese automaker but none other
than good old General Motors.
Another example of this new global marketplace and its increasing
reliance on good transportation services is that 15 percent of Kentucky's
manufacturing employment is now for firms with at least some foreign
ownership. Is that bad? Well, there are certainly lots of opinions on that
and, as you might suspect, I certainly don't think it's bad but, regardless,
it's a fact of life. This is simply a global marketplace these days. Yes,
there is a United States-Japan deficit, and you hear about that all the
time, but you do not hear much about America's $20 billion surplus in
trade with Europe. What counts now in this age of big global corporations
is not so much where a company is based but where does it put its thinkingjobs. All this emerging global business requires excellent transportation services, in terms of business travel, getting supplies in, getting
products out, and so forth.
I hope my comments today have helped illuminate the growing
impact that good transportation services have on Kentucky's economy.
Thank you very much.
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GENERAL SESS ION
Monday, Septe mber 28, 1992
Calvin G. Grays on
Direct or, Kentu cky Trans portat ion Cente r

UNDE RSTA NDIN G TRANSPORTATION IN THE
COM MON WEA LTH- HOW DECI SION S OF THE PAST
AFFECT US TODAY

Kent ucky Over view
hen the Forum Planni ng Comm ittee was arrang ing the progra m
for this Forum , it was sugges ted that I be the one to talk about
the transp ortatio n decisions of the past and how they affect us
today. It was stated that I was the oldest person they knew who had
been
involved in transp ortatio n and was still "living." Someo ne has said
in introduc ing a speake r that if you can answe r these three questio ns
it would
be complete: Why this person, at this time, on this subject? It was
the planning group' s opinion that I was the approp riate person to discus s
this
subject. When it came time to prepar e my comme nts I though t I could
sit
down and write someth ing profou nd, but I found this not to be true.

W

My comme nts will cover the past five decades. I will try to combin
e
these five decade s into an interes ting comme ntary that I hope will
have
some meanin gful effect on our transp ortatio n decisions of the future.
I should say, up front, that my recollections and opinio ns of transp
ortation decisio ns in the past will be my person al opinion s and they
do not
reflect the opinio ns of the Univer sity of Kentuc ky or state govern
ment.
I will start at the beginn ing of my college career in 1941 when, as
a
16-year-old college studen t, I enrolle d in the Univer sity of Kentuc
ky with
hopes of gradua ting as a civil engine er. My introdu ction to the Univer
sity, especia lly in the.College of Engine ering, was most reward ing
to a
young freshm an studen t. I found Dean D. V. Terrell and some of
the CE
profess ors to be most interes ted in talking to a freshm an even though
they did not know if I would make it throug h the first two years. Witho
ut
their help and guidan ce, my first year of college would have been
very
difficult. During my sophom ore year, I got to know many of the profess
ors
in the Depar tment of Civil Engine ering and Dean Terrell .
In Septem ber 1942, I receive d one of those famou s letters that stated,
"Greet ings, you have been drafted and are reques ted to report to
Draft
Board 40 for service to your country ." I was able to get an extens ion
and
did not have to go to service until 1943. I also was given credit for
those
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subjects that I had completed, which was 50 percent of the work required
to graduate.
After more than three years in service in the South Pacific (including
16 months in the hospital), I returned to UK as a veteran under the G.I.
Bill. In my opinion, the G.I. Bill was.the most beneficial government program because it provided more benefits to the students and to the
country than any other program that I have had the opportunity to work
with in my career. Each veteran was allowed to select a university to
attend. Because I was a wounded veteran, I was asked to take a test to be
sure that my choice of profession for rehabilitation was one that was
within my capability.
The existing student environment after the war was completely
different from the one before the war. Those ofus who had been in combat came back with a different philosophy-w e no longer believed we
were young students, but mature persons who had a need and a desire to
prepare ourselves for a professional career. I should note at this time that
the same cooperative partnership arrangement between the Highway
Department and the College of Engineering existed and, in 1948, the
Highway Department initiated the first scholarship program, which has
continued until today with one interruption. The decision by the Highway
Department to fund a scholarship program was one of the best investments made by the Department.
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The 1940-1950 decade

IDE

As I look back, it seems that the paradigm for transportation investment focused on "opening up the country," sometimes referred to as farmto-market roads.
During the 1950-60 decade, the Interstate Defense System of
Highways legislation was passed by Congress. President Eisenhower,
the prime mover for this program, is credited for saying "Plans are worthless, planning is everything."
In 1956, the Highway Trust Fund was established. I believe most of
us would agree, it was one of the most significant decisions of the past
five decades.
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The decade of the 1960s was one of the most memorable decades
because Kentucky took a strong lead in public policy. Design work was
initiated on the Mountain Parkway, which was the first of many
parkways to be constructed for developmental purposes. Kentucky took a
pro-active role instead of a re-active role, and the benefits from the
decisions in this decade are still being received.
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During this period, the first functio nal classif ication study was
initiate d and comple ted by Kentuc ky before it becam e a requir ement
by
the federa l govern ment. An advanc ed planni ng group was establi shed
and the planni ng functio n streng thened the centra l office. Distric
t planners were placed in all 12 distric t offices. It was during this time that
the
Kentuc ky Highw ay Depar tment employed its first econom ist.
In 1965, the Appala chian Develo pment Act was passed establi shing
the Appala chian Develo pment Highw ay System . Kentuc ky placed
more
than 400 miles on this develo pmenta l highw ay system . The Mount
ain
Parkw ay, which was design ed and constru cted in the early '60s, was
used
as a model for the develo pment highwa y system for Appala chia. During
this decade, federa l legisla tion was passed requiri ng the 3-C proces
s that
manda ted metrop olitan areas to initiate a comprehensive; continu
ing,
and cooperative planni ng proces s or federal funds would be withhe
ld.
This was an excelle nt step for transp ortatio n planni ng; howev er, the
require ment of makin g jurisdi ctions sign cooperative agreem ents
did not
lend itself to maxim um cooperation. However, this requir ement did
cause
people to begin to discuss transp ortatio n facilities and their develo
pmental effects.

1970-80
During this period, state govern ment was reorga nized into a cabine
t
structu re and the Depar tment of Highw ays was placed in the Depart
ment of Transp ortatio n. I was involved during this transit ion period
wherei n all modes of transp ortatio n were placed under the Secret
ary of
Transp ortatio n's Office. During this period, more profess ional young
people were added to the DOT cadre than in any other time in history
.
For the first time, the Division of Planni ng was asked to develop system
maps for highwa ys, airway s, waterw ays, and railroa ds. In additio
n,
statew ide modeli ng was initiate d so we would be able to integra te
all
modes of transp ortatio n into the transp ortatio n networ k for Kentuc
ky.
During this time, I had an opport unity to visit Transp o at Dullis Air
Termin al in 1972 to look at people movers , MAGLEY trains, and
many
other new technic al innova tions. I have always been disapp ointed
since
that time becaus e we .have never seen the real fulfillm ent of this high
momen t in transp ortatio n technology.
During this time, Kentuc ky received the first Section-18 grant in
the
United States. This was, in part, due to the reorga nizatio n of the planning functio n so that all modes of transp ort might be consid ered in
future
transp ortatio n planni ng. During this time, a new positio n was established in the DOT for a state transp ortatio n planni ng engine er. It
was
during this period that I was asked to serve as Secret ary of Transp
ortation and I also had an opport unity to visit five countr ies in Europe
to
view the public transp ortatio n system s in their countr ies.
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The first demonstration project using school buses for moving people
from rural areas to Morehead was initiated. I believe it was one of the
first in the United States. It should be noted that during this decade, because of an effective professional staff in our planning division, Kentucky
was recognized as one of the leaders in rural public transportation. New
ideas and new methods of providing public transportation services for the
rural areas were initiated by the Kentucky DOT. For this reason, I was
offered the deputy administrator's job at the Urban Mass Transportation
Administration (UMTA).
During my tenure as Secretary working with Gov. Julian Carroll,
we were able to develop an Energy Resource Recovery Bond program
that was financed by an increased coal severance tax. Funds from this
increase were to be used to provide capital improvements for energy
resource roads predetermined by the Department. The annual principal
and interest payments were to have first call on the increased coal
severance tax so that the road funds would not be used to pay off this
bond indebtedness. However, as most of you know, this has been violated
for the past 10 years and the principal and interest payment on this bond
issue is presently being taken out of the road fund.

1980-92
This is the period when, I believe, our transportation organization in
Kentucky made some decisions that had a negative effect on our transportation short- and long-range programs. The planning function was
reduced, the research program was reduced, people, building, and equipment were sold to the University of Kentucky. The scholarship program
was stopped (however, it was re-initiated under a different administration). The tolls were removed from some of the parkways because of political pressures and the professional cadre in the department was reduced.
The most positive step during this decade was taken by Congress in
1991 when they passed the Interrnodal Surface Transportation Efficiency
Act which provided new opportunities and responsibilities for state and
local organizations.
Why all of this history and looking backwards? Why bore folks who
have probably had more interesting lives than I have? Well, for a particular reason, I believe we must always study the people we are dealing
with and know who they are. You have to make a real effort to understand people and where they are corning from.

n

e

The second point is that people clearly want mobility. They also want
energy-efficient transportation, sound economy, and a clean environment.
Another truth is that plans have to affect decisions. As Secretary of
Transportation, this point was driven home to me almost daily. Today we
are evolving towards a transportation investment paradigm which I
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would name "strate gic develo pment enhan cemen t" rather
than just land
access.
In summ ary and conclu sion: A look at our transp ortatio n
system will
reveal very quickl y that Kentu cky is a hub of the nation 's
transp ortati on
system . A look at our past indica tes we have somet imes not
fully
manag ed or maxim ized our modes of transp ortatio n. Our
70,000 miles of
highw ays, 1,100 miles of naviga ble rivers , 2,500 miles ofrail
roads, 142
airpor ts, and six urban and 18 non-u rban transp ort system
s provid e the
basic found ation for one of the best transp ortatio n system
s you will find
in any of the 50 states .
Why have we not fully manag ed and maxim ized our modes
of
transp ortatio n? I believ e there are five basic reason s:
1. The admin istrati ve struct ure of the Kentu cky Trans portat
ion
Cabin et does not provid e for contin uity of profes sional leader
ship.
The 26 chang es we have had in the last five decad es result
in an
averag e lifespa n for the Secre tary of no more than 1-1/2 years.
This does not give a person in this positio n an oppor tunity
to
plan, organi ze, and manag e an effective transp ortatio n progra
m.
2.

It is my percep tion that there is a lack of coordi nation betwe
en
the Trans portat ion Cabin et and the other depar tment s of
state
gover nment . This is so vitally neede d ifwe are to procee d
with
the develo pment al transp ortatio n we all desire .

3. There is presen tly a lack of adequ ate fundin g for the maintenanc e and capita l impro vemen ts on our highw ay system
.
4.

There is no intras tate air comm uter service. For examp le,
one can
fly from Lexin gton to Nashv ille and come home the same
day;
however-, this is not possib le if we wish to go to Paduc ah,
becau se
of inade quate intras tate comm uter air service.

5. There is an inadeq uate public transp ort servic e, prima
rily in our
rural areas.
I would like to make some sugge stions or recom menda tions
that
might help us to maxim ize and manag e our transp ortatio
n system s more
effectively:
1.

Estab lish profes sional criteri a for the positio n of Secre tary
and
provid e a mecha nism for contin uity so that person can be
held
accou ntable .
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2.

Improve the peer review of transportation programs and projects
to ensure high professional and ethical standards.

3. Place all modes of transportation, including regulatory agencies,
under the jurisdiction of the Transportation Cabinet.
4. Provide an organizational structure to ensure that state and local
level transpo:rtation services can be operated and administered in
a coordinated and efficient manner.
And last, there are two words that I believe hold the solution to
maximize our transportation system capabilities-leadership and partnership. It becomes obvious very quickly to look at the number of highway
maintenance personnel presently existing in our Commonwealth: 120 in
the Transportation Cabinet, one in each of the 120 counties, and over 250
in cities with populations over 2,500. This is approximately 500 separately operating highway units to maintain and manage 70,000 miles of highways. I believe each ofus will readily admit that this is a fragmentation
that needs to be changed by consolidation for more efficient use of our
transportation funds.
Thank you for your attention.

•

V

'i

a
d
1

01

n
tI

t}

n

al
P:
ti,

44

29th Transportation Forum

Se,

